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B. The expenses shall include all ele-
ments of costs incurred in the owner-
ship and rental of property and the ac-
counts shall be maintained so as to 
permit ready summarization as fol-
lows:

Operation. 
Maintenance. 
Rents. 
Depreciation. 
Amortization.

NOTE: Related taxes shall be recorded in 
account 408.2. Taxes Other Than Income 
Taxes, Other Income and Deductions, or ac-
count 409.2, Income Taxes, Other Income and 
Deductions, as appropriate.

418.1 Equity in earnings of subsidiary 
companies (Major only). 

This account shall include the util-
ity’s equity in the earnings or losses of 
subsidiary companies for the year. 

419 Interest and dividend income. 
A. This account shall include interest 

revenues on securities, loans, notes, ad-
vances, special deposits, tax refunds 
and all other interest-bearing assets, 
and dividends on stocks of other com-
panies, whether the securities on which 
the interest and dividends are received 
are carried as investments or included 
in sinking or other special fund ac-
counts. 

B. This account may include the pro 
rata amount necessary to extinguish 
(during the interval between the date 
of acquisition and the date of matu-
rity) the difference between the cost to 
the utility and the face value of inter-
est-bearing securities. Amounts thus 
credited or charged shall be concur-
rently included in the accounts in 
which the securities are carried. 

C. Where significant in amount, ex-
penses, excluding operating taxes and 
income taxes, applicable to security in-
vestments and to interest and dividend 
revenues thereon shall be charged here-
to.

NOTE 1: Related taxes shall be recorded in 
account 408.2, Taxes Other Than Income 
Taxes, Other Income and Deductions, or ac-
count 409.2, Income Taxes, Other Income and 
Deductions, as appropriate.

NOTE 2: Interest accrued, the payment of 
which is not reasonably assured, dividends 
receivable which have not been declared or 
guaranteed, and interest or dividends upon 

reacquired securities issued or assumed by 
the utility shall not be credited to this ac-
count.

419.1 Allowance for other funds used 
during construction. 

This account shall include concur-
rent credits for allowance for other 
funds used during construction, not to 
exceed amounts computed in accord-
ance with the formula prescribed in 
Electric Plant Instruction 3(17). 

420 Investment tax credits. 
This account shall be credited as fol-

lows with investment tax credit 
amounts not passed on to customers: 

A. By amounts equal to debits to ac-
counts 411.4, Investment Tax Credit 
Adjustments, Utility Operations, and 
411.5, Investment Tax Credit Adjust-
ments, Nonutility Operations, for in-
vestment tax credits used in calcu-
lating income taxes for the year when 
the company’s accounting provides for 
nondeferral of all or a portion of such 
credits; and, 

B. By amounts equal to debits to ac-
count 255, Accumulated deferred in-
vestment tax credits, for proportionate 
amounts of tax credit deferrals allo-
cated over the average useful life of the 
property to which the tax credits re-
late, or such lesser period of time as 
may be adopted and consistently used 
by the company. 

421 Miscellaneous nonoperating in-
come. 

This account shall include all rev-
enue and expense items except taxes 
properly includible in the income ac-
count and not provided for elsewhere. 
Related taxes shall be recorded in ac-
count 408.2, Taxes Other Than Income 
Taxes, Other Income and Deductions, 
or account 409.2, Income Taxes, Other 
Income and Deductions, as appropriate.

ITEMS 

1. Profit on sale of timber. (See electric 
plant instruction 7C.) 

2. Profits from operations of others real-
ized by the utility under contracts. 

3. Gains on disposition of investments. 
Also, gains on reacquisition and resale or re-
tirement of utilities debt securities when the 
gain is not amortized and used by a jurisdic-
tional regulatory agency to reduce embedded
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debt cost in establishing rates. See General 
Instruction 17.

421.1 Gain on disposition of property. 

This account shall be credited with 
the gain on the sale, conveyance, ex-
change, or transfer of utility or other 
property to another. Amounts relating 
to gains on land and land rights held 
for future use recorded in account 105, 
Electric Plant Held for Future Use will 
be accounted for as prescribed in para-
graphs B, C, and D thereof. (See elec-
tric plant instructions 5F, 7E, and 10E.) 
Income taxes on gains recorded in this 
account shall be recorded in account 
409.2, Income Taxes, Other Income and 
Deductions. 

421.2 Loss on disposition of property. 

This account shall be charged with 
the loss on the sale, conveyance, ex-
change or transfer of utility or other 
property to another. Amounts relating 
to losses on land and land rights held 
for future use recorded in account 105, 
Electric Plant Held for Future Use will 
be accounted for as prescribed in para-
graphs B, C, and D thereof. (See elec-
tric plant instructions 5F, 7E, and 10E.) 
The reduction in income taxes relating 
to losses recorded in this account shall 
be recorded in account 409.2, Income 
Taxes, Other Income and Deductions. 

425 Miscellaneous amortization. 

This account shall include amortiza-
tion charges not includible in other ac-
counts which are properly deductible in 
determining the income of the utility 
before interest charges. Charges includ-
ible herein, if significant in amount, 
must be in accordance with an orderly 
and systematic amortization program.

ITEMS 

1. Amortization of utility plant acquisition 
adjustments, or of intangibles included in 
utility plant in service when not authorized 
to be included in utility operating expenses 
by the Commission. 

2. Other miscellaneous amortization 
charges allowed to be included in this ac-
count by the Commission.

426 [Reserved] 

SPECIAL INSTRUCTIONS—ACCOUNTS 426.1, 
426.2, 426.3, 426.4 AND 426.5

These accounts shall include miscellaneous 
expense items which are nonoperating in na-
ture but which are properly deductible before 
determining total income before interest 
charges.

NOTE: The classification of expenses as 
nonoperating and their inclusion in these ac-
counts is for accounting purposes. It does 
not preclude Commission consideration of 
proof to the contrary for ratemaking or 
other purposes.

426.1 Donations. 

This account shall include all pay-
ments or donations for charitable, so-
cial or community welfare purposes. 

426.2 Life insurance. 

This account shall include all pay-
ments for life insurance of officers and 
employees where company is bene-
ficiary (net premiums less increase in 
cash surrender value of policies). 

426.3 Penalties. 

This account shall include payments 
by the company for penalties or fines 
for violation of any regulatory statutes 
by the company or its officials. 

426.4 Expenditures for certain civic, po-
litical and related activities. 

This account shall include expendi-
tures for the purpose of influencing 
public opinion with respect to the elec-
tion or appointment of public officials, 
referenda, legislation, or ordinances 
(either with respect to the possible 
adoption of new referenda, legislation 
or ordinances or repeal or modification 
of existing referenda, legislation or or-
dinances) or approval, modification, or 
revocation of franchises; or for the pur-
pose of influencing the decisions of 
public officials, but shall not include 
such expenditures which are directly 
related to appearances before regu-
latory or other governmental bodies in 
connection with the reporting utility’s 
existing or proposed operations.
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